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Summary 

The 113 th Congress has been active in considering a number of housing-related issues. In general, 
the issues that have been of interest to Congress can be divided into two broad categories: (1) 
issues related to homeownership and financing home purchases, and (2) issues related to housing 
assistance programs for low-income households. Housing assistance for low-income households 
tends to be primarily, but not exclusively, related to rental housing. 

During the 1 13 th Congress, housing and mortgage markets have been showing some signs of 
recovering after several years of distress. Nevertheless, several issues that Congress has been 
considering are related to addressing problems that arose from the turmoil in housing and 
mortgage markets in recent years. Congress has also been considering policy changes designed to 
address problems that are perceived to have contributed to the housing downturn in an attempt to 
avoid a similar situation in the future. 

One major issue that has been on Congress’s agenda is reform of the housing finance system. 
Specifically, Congress has been considering measures to wind down and possibly replace Fannie 
Mae and Freddie Mac, two government-sponsored enterprises (GSEs) that purchase mortgages 
and package them into guaranteed mortgage -backed securities. Congress has also been 
considering reforms to the Federal Housing Administration (FHA), both as part of larger housing 
finance reform proposals and as stand-alone measures, in light of concerns about FHA’s finances. 
Additionally, Congress has been interested in overseeing the implementation of several mortgage- 
related rulemakings that were enacted as part of the Dodd-Frank Wall Street Reform and 
Consumer Protection Act (P.L. 1 11-203) in the 1 1 1 th Congress, as well as deliberating on other 
issues related to housing finance. 

Congress has also been considering a number of issues related to housing assistance for low- 
income individuals and families. In recent years, housing affordability issues have become more 
prevalent, partly due to the effects of the economic recession. At the same time, in response to 
growing concerns about the long-term budget outlook, less funding has been provided for many 
of the housing assistance programs administered by the Department of Housing and Urban 
Development (HUD). Therefore, an issue before Congress has been how to prioritize funding for 
housing programs. Congress has also been considering additional issues related to housing for 
low-income families, including reforms to certain rental assistance programs and the 
reauthorization of the major federal program that provides federal housing assistance to low- 
income Native Americans living in tribal areas. 

Congress has also been weighing whether to extend certain housing-related tax provisions that 
expired at the end of 2013, such as the tax exclusion for canceled mortgage debt income. The 
1 13 th Congress could also see the consideration of several additional housing-related tax 
provisions, including the mortgage interest deduction for homeowners or the low-income housing 
tax credit (LIHTC) for housing developers, as part of wider tax reform efforts. 
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Introduction 

Housing and mortgage markets in the United States have experienced significant turmoil in recent 
years. After several years of increasing, house prices began to decrease around 2006, contributing 
to increasing mortgage delinquency and foreclosure rates that reached historic levels. This 
turmoil had far-reaching implications for individual households and communities, as well as for 
the financial system and economy as a whole. 

During the 1 13 th Congress, housing markets have been showing signs of stabilizing, although 
concerns remain. Even though housing markets have shown some signs of improvement, 

Congress has continued to grapple with multiple issues related to the aftermath of this turmoil in 
housing and mortgage markets. These issues have included considering large-scale reforms to the 
housing finance system and overseeing the implementation of new rules related to mortgage 
lending that were enacted in response to issues that were perceived to have contributed to the 
housing market collapse. 

Even as the economy recovers, lower-income households, who are more likely to be renters, may 
find it more difficult to find adequate, affordable housing. Furthermore, in response to concerns 
about the long-term budget outlook, Congress has been providing less funding for many domestic 
discretionary programs, including housing programs primarily administered by the Department of 
Housing and Urban Development (HUD). In this light, Congress has been considering issues such 
as how to prioritize funding for housing assistance programs in an environment of fiscal austerity, 
as well as possible reforms to certain housing assistance programs. 

This report begins by providing an overview of the current state of housing markets (both 
homeownership and rental) and the mortgage market in order to provide context for the policy 
issues that have been active during the 1 13 th Congress. It then provides a brief description of 
issues that the 1 13 th Congress has been considering. These issues are broadly divided into two 
categories: issues related to homeownership and housing finance, and issues related to housing 
assistance for low-income households. This report is meant to provide a broad overview of the 
issues and is not intended to provide detailed information or analysis. However, this report does 
include references to other, more in-depth CRS reports on the issues when possible. 
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Housing Markets 

Housing markets are local, rather than national, in nature, and therefore housing markets might 
vary dramatically across the country. Nonetheless, on a national level, many housing indicators 
have been showing positive signs during the 113 th Congress. In homeownership markets, home 
sales and home prices increased in 2013. This, in turn, can have a number of positive economic 
effects, including reducing the number of homeowners who owe more on their mortgages than 
their homes are worth and leading to an increase in construction activity. However, rising home 
prices and increasing interest rates, combined with relatively tight credit standards, may make it 
more difficult for some prospective homebuyers to buy homes. 
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Rental markets have generally been tightening, meaning that rents have been rising and vacancy 
rates falling. This may make it more difficult for some families, particularly those at the lower 
end of the income scale, to find adequate, affordable rental housing. 

Homeownership Markets 

On a national basis, homeownership markets have shown signs of strengthening after several 
years of weakness. In 2013, house prices increased, foreclosure rates decreased, and home sales 
increased slightly from their levels in recent years. However, during the first several months of 
2014, some housing indicators were lower than they had been during the same period of 2013, 
raising concerns that the housing recovery could slow. 1 For example, new and existing home sales 
and housing starts were lower in early 2014 than they had been during the same period in 20 13. 2 
It remains to be seen whether home sales and housing starts will remain on pace to end the year 
below their 2013 levels or if their performance will improve over the course of the year. 

Home Prices 

Nationally, home prices began to rise again in the beginning of 2012 after several years of 
declines. Figure 1 shows the rate of change in house prices in each quarter from the same quarter 
a year earlier. As the figure shows, between 2000 and 2007, house prices consistently increased 
compared to the same period in the previous year, although towards the end of that time period 
house prices increased at lower rates than they had during the beginning of the period. Beginning 
in late 2007, house prices began to decline on a year over year basis, and continued to do so for 
several years before beginning to increase once again in early 2012. 

Home prices began to rise on a national level again in 2012, and in each quarter in 2013 house 
prices increased by between 7% and 8.5% over the same quarters in 2012. This rate of increase in 
house prices is the largest increase seen since mid-2006. However, in many markets, home prices 
are still well below what they were at their peak. Furthermore, while house prices continued to 
increase into the first quarter of 2014, the rate of year-over-year house price appreciation was 
slightly lower in the fourth quarter of 2013 and the first quarter of 2014 than it had been in 
previous quarters. 

While rising house prices are good for existing homeowners, and can have positive effects on the 
economy as a whole, they can also have the effect of making homeownership less affordable for 
prospective homebuyers. 



1 For example, see the May 7, 2014, testimony of Federal Reserve Chair Janet Yellen before the Joint Economic 
Committee, stating that a possible risk to the economy “is that the recent flattening out in housing activity could prove 
more protracted than currently expected rather than resuming its earlier pace of recovery,” at 
http://www.federalreserve.gov/newsevents/testimony/yellen20140507a.htm. 

“ Freddie Mac June 2014 U.S. Economic & Housing Market Outlook, “2014: A Mid-Year Assessment,” 
http://www.freddiemac.com/fmance/pdf/June_2014_public_outlook.pdf. 
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Figure I .Yeai^Ovei^Year House Prices Changes 



(Ql 2000-QI 2014) 




Source: Figure created by CRS using data from the Federal Housing Finance Agency House Price Index, 
(Seasonally Adjusted Purchase-Only Index). 



Housing Equity 

Rising home prices are having the effect of reducing the number of people who owe more on 
their mortgages than their homes are worth, referred to as being in a negative equity position. 
Negative equity can impact homeowners’ ability to avoid foreclosure if they experience income 
shocks or limit a household’s ability to move in response to a change in circumstances. 

CoreLogic, a real estate data firm, reported that rising home prices helped 4 million homeowners 
reach positive equity in 20 13. 3 As Figure 2 shows, the percentage of mortgaged homes with 
negative equity has decreased to less than 13% in the first quarter of 2014, down from highs of 
about 25% as recently as the fourth quarter of 201 1 . Still, about 6.3 million homeowners remain 
in negative equity positions. 4 



3 CoreLogic Equity Report, Fourth Quarter 2013, p. 2, http://www.corelogic.com/research/negative-equity/corelogic- 
q4-2013-equity-report.pdf. According to the report, 6.4 million properties had negative equity in the fourth quarter of 
2013, compared to 10.5 million properties in the fourth quarter of 2012. 

4 CoreLogic Equity Report, First Quarter 2014, p. 8, http://www.corelogic.com/research/negative-equity/corelogic-ql- 
20 1 4-equity-report.pdf. 
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Figure 2. Percentage of Mortgaged Homes with Negative Equity 




Source: Figure created by CRS using data from CoreLogic Equity Report, First Quarter 2014, 
http://www.corelogic.com/research/negative-equity/corelogic-q I -20 1 4-equity-report.pdf. 



While the overall percentage of mortgaged homes in negative equity positions has been 
decreasing, the share of mortgaged homes with negative equity varies widely by state. In the first 
quarter of 2014, Nevada had the highest share of mortgaged homes with negative equity (29%), 
while Texas had the smallest share (3%). 5 



Home Sales 

As home prices rise, more homeowners may decide to put their homes on the market, increasing 
the supply of homes for sale. As shown in Figure 3 and Figure 4, sales of both existing homes 
and new homes remain well below the levels they were at prior to the housing market turmoil of 
recent years, but they have begun to increase slightly on a year-to-year basis. The number of 
existing home sales in 2013 was nearly 5.1 million, up from 4.6 million in 2012 and 4.3 million 
in 2011. The number of new home sales in 2013 was over 400,000, up from 370,000 in 2012. 6 

Although home sales have been rising modestly in the last few years, home sales during the first 
several months of 2014 were lower than anticipated. Some analysts have predicted that the 
overall number of home sales in 2014 may not exceed the number of home sales in 2013. 7 



5 CoreLogic Equity Report, First Quarter 2014, page 10. 

6 Due to differences in definitions and the timing of reporting, existing home sales and new home sales are not directly 
comparable to one another. For more information, see http://www.census.gov/constmction/nrs/new_vs_existing.html. 

7 For example, see the Freddie Mac U.S. Economic and Housing Market Outlook for June 2014: “Home sales are likely 
to be a bit below the 5.5 million pace from last year ... we’re lowering our overall home sales forecast from 5.5 million 
to 5.4 million.” 
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Figure 3. Existing Home Sales 

(in thousands) 




Source: Figure created by CRS using data 
from the National Association of Realtors, 
as reported in HUD’s U.S. Housing Market 
Conditions Report for the fourth quarter of 
2013 . 



Figure 4. New Home Sales 




Source: Figure created by CRS using data from U.S. 
Census Bureau, New Residential Sales Historical 
Data. 



Housing Starts 

The number of home sales is important because, among other things, it can affect new housing 
construction. When the demand for homes exceeds the supply of available homes on the 
market — either due to increasing demand from homebuyers or a low inventory of homes for 
sale — then new homes may be built to meet the demand. Construction of new homes can be an 
important contributor to the economy and create jobs. 

According to Census data, and as shown in Figure 5, housing starts in one-unit residential 
buildings were generally between about 1.2 million and 1.6 million per year between 2000 and 
2007, reaching a peak of 1.7 million in 2005. Since that time, however, housing starts fell to 
600,000 per year in 2008 and under 500,000 per year in each of the next three years. In 2012, 
housing starts in one -unit buildings showed a slight uptick, increasing to over 500,000, and in 
2013 housing starts exceeded 600,000. However, they remain well below the levels seen 
throughout the 1990s and 2000s. 
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Figure 5. New Housing Starts PerYear, 1 990-20 1 3 

(in thousands of units) 




Source: Figure created by CRS using Census Bureau data on New Privately Owned Housing Units Started, 
Annual Data, available at http://www.census.gov/construction/nrc/historical_data/. 

Notes: Data are for one-unit buildings only. 



Mortgage Delinquency and Foreclosure Rates 

Delinquency and foreclosure rates began to increase dramatically in the United States beginning 
in the middle of 2006, and have remained at elevated levels since then. However, over the last 
year, they have shown signs of beginning to decrease as fewer mortgages have become delinquent 
and entered the foreclosure process. Foreclosure completions on some mortgages that have been 
in the foreclosure process for an extended period of time may also be contributing to the decrease 
in the share of mortgages that are in the foreclosure process. 

Figure 6 shows the percentage of all mortgages that were in the foreclosure inventory — meaning 
that they were in some stage of the foreclosure process — in each quarter since the beginning of 
2001. The foreclosure inventory rate is currently under 3%, down from a peak of nearly 5%. 
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